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REPORT  ON  EUROPEAN  CONDITIONS. 

Europe  bought  from  the  United  States  last  year,  and  sold  to  the 
United  States,  more  than  any  other  continent,  and  this  despite  all 
the  difficulties  under  which  she  is  laboring.  For  the  five  years  prior 
to  the  war  Europe  annually  sold  to  the  United  States  more  than 
twice  as  much  as  any  other  continent,  and  bought  from  the  United 
States  from  three  to  five  times  as  much  as  any  other  continent.  Since 
the  close  of  the  war  our  balance  of  trade  has  declined  at  the  rate  of 
$i,ooo,cx)0,ooo  a  year;  hence  the  relation  of  a  stabilized  Europe  to 
the  prosperity  and  welfare  of  the  United  States  and  to  the  permanent 
and  sound  development  of  our  foreign  trade  is  so  apparent  as  to 
need  no  argument  or  explanation,  notwithstanding  the  fact  that  thefe 
do  still  exist  an  occasional  American  who  asserts  that  this  country 
“can  get  along”  or  “would  be  better  off”  without  Europe,  and 
others  who  believe  a  balance  of  trade  in  our  favor  is  not  consistent 
with  the  ultimate  well-being  of  other  nations. 

The  reasons  why  Europe  today  is  not  stabilized,  peaceful,  and 
prosperous  are  of  two  classes — political  and  economic.  The  causes 
of  lack  of  stability  and  peace  are  chiefly  political,  those  of  lack  of 
prosperity  chiefly  economic,  although  reasons  of  policy  and  ex¬ 
pediency  brought  about  and  continue  the  unsound  economic  practices. 

The  political  causes  are  such  as  might  have  been  expected  to 
result  from  the  war.  The  overthrow  of  the  system  of  control  based 
on  force,  which  had  obtained  for  so  long  in  Europe,  inevitably  pro¬ 
duced  new  points  of  irritation  and  possible  conflict.  Racial  antipa¬ 
thies  and  antagonisms,  tribal  pride  and  hatred,  nationalistic  am¬ 
bitions,  that  had  been  held  in  subjection  have  now  been  freed  to 
go  their  way  by  the  setting  up,  as  independent  nations,  of  several 
peoples  who,  under  the  old  system  of  control  by  force,  were  minor 
divisions  of  powerful  states. 

The  colossal  experiment  which  the  Russian  people  are  making 
under  their  present  leadership  is  bound,  ultimately,  to  fail  because  it 
attempts  to  ignore  the  fundamental  human  impulse — the  impulse  to 
increase  enjoyment  of  life  through  individual  acquisition  of  prop¬ 
erty.  The  communistic  theory  is  not  compatible  with  that  basic 
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human  desire  which  has  been  the  chief  incentive  in  the  lives  of  all 
peoples  at  all  times. 

There  is  no  real  hope  for  restoration  of  that  great  market  of 
supply  and  demand  until  the  Russian  people  themselves  recognize 
their  error  and  return  to  the  practice  of  that  principle  of  thrift  and 
accumulation — the  old  principle  of  work  and  save — on  which  the 
whole  structure  of  the  world  has  been  built. 

FIVE  PROBLEMS 

At  the  recent  meeting  of  the  International  Chamber  of  Com¬ 
merce,  in  Rome,  the  Finance  Section,  under  the  leadership  of  the 
American  delegation,  presented  a  report  which  contained  an  ad¬ 
mirable  summary  of  the  problems  underlying  the  present  economic 
disturbances  in  Europe.  The  principal  causes  were  listed  as  five — 
first,  reparations ;  second,  interallied  debts ;  third,  unbalanced  Gov¬ 
ernmental  budgets  and  uncontrolled  inflation ;  fourth,  disturbance  of 
international  credits;  and  fifth,  abnormal  exchange  fluctuations. 

In  dealing  with  the  five  problems  stated,  the  report  recommends 
certain  principles  to  be  observed,  and  says: 

“The  International  Chamber  believes  that  it  is  impossible  to 
arrive  at  lasting  settlements  without  recognition  of  the  inter- 
pendence  of  the  different  parts  of  the  world’s  economic  organiza¬ 
tion,  the  futility  of  partial  remedies  and  the  necessity  for  com¬ 
prehensive  consideration  of  these  inter-related  questions. 

“There  should  be  universal  acknowledgment  that  confidence 
must  be  restored  and  that  an  essential  to  social  and  industrial 
reconstruction  is  increased  production  and  consumption,  upon 
which  the  revival  of  international  commerce  depends. 

“This  Chamber  declares  its  conviction  that  the  principles 
which  must  be  observed  in  securing  settlements  which  the  world 
will  accept  as  representing  justice  and  fair  dealing  between  na¬ 
tions  may  be  summarized  as  follows  : 

“REPARATIONS:  The  final  disposition  of  the  reparations 
problem  is  a  condition  precedent  to  permanent  improvement  of 
world  economic  forces.  It  is  imperative  that  the  full  extent  and 
moral  character  of  obligations  should  be  recognized  and  restitu¬ 
tion  and  reparation  made  to  the  utmost  extent  of  the  debtor’s 
resources,,  whether  internal  or  external,  from  whatever  sources 
derived. 
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“It  is  futile  to  'attempt  again  to  consider  the  amount  of 
reparations  without  at  the  same  time  establishing  such  measures 
as  will  assure  certainty  of  ultimate  settlement  and  extend  reason¬ 
able  hope  for  the  maintenance  of  all  nations. 

“The  discharge  of  reparations  obligations  is  not  of  itself  suf¬ 
ficient.  It  is  also  necessary  that  confidence  should  be  restored 
and  such  security  provided  that  violations  of  frontiers  no  longer 
need  be  feared  and  that  the  world  be  relieved  of  the  burden  of 
unnecessary  armaments. 

“Such  security  is  not  only  indispensable  to  the  establishment 
of  world  peace  but  it  is  required  to  make  available  international 
credits  necessary  to  the  rehabilitation  of  commerce  and  industry 
and  consequently  the  relative  stability  of  exchange.  The  savings 
of  the  world  cannot  be  mobilized  for  the  investments  necessary 
for  reconstruction  and  development  without  convincing  assurance 
of  established  peace. 

“INTER-ALLIED  DEBTS:  The  restoration  and  further 
expansion  of  the  commerce  and  industry  upon  which  the  people 
of  the  world  depend  for  their  livelihood  and  well-being  can  be 
carried  on  successfully  when  the  integrity  of  obligations  is  main¬ 
tained. 

“It  is  obvious  that  the  settlement  of  the  inter-allied  debts  is 
a  matter  for  adjustment  between  the  nations  directly  involved 
but  the  principles  which  should  be  applied  should  be  settled  with 
the  least  possible  delay. 

“While  it  is  true  that  the  allied  debts  created  by  the  world 
war  are  obligations  undertaken  in  good  faith  and  do  not  admit 
of  repudiation,  nevertheless,  as  they  were  contracted  in  a  common 
cause  and  during  a  period  of  tremendous  sacrifice  of  life  and 
property  a  proper  factor  in  any  adjustment  of  such  indebtedness 
should  be  the  present  and  probable  future  ability  of  each  debtor. 
In  determining  the  ability  of  any  debtor  nation  to  pay,  reasonable 
consideration  should  be  given  to  the  effect  on  its  present  and 
future  earning  capacity  that  may  be  expected  from  a  sound 
national  budget,  together  with  the  savings  resulting  from  the 
reduction  of  excessive  military  expenses  made  possible  by  the 
assurance  of  peaceful  conditions,  and  to  the  settlement  of  its 
claims  for  reparations  and  restitution. 

“BUDGETS :  The  attainment  of  a  sound  national  budget 
is  absolutely  requisite  to  the  maintenance  of  national  credit  and 
the  stability  of  exchange.  It  must  contemplate  every  possible 
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economy  in  expenditure  and  must  not  impose  such  a  burden  of 
taxation  as  will  discourage  productive  enterprise  and  cause  un¬ 
employment. 

“As  a  matter  of  principle,  current  government  expenses 
should  not  be  met  by  loans  nor  by  paper  currency  issues. 

“INTERNATIONAL  CREDITS  :  Inter  -  governmental 
loans  and  credits  are  undesirable  largely  because  of  the  political 
complications  which  inevitably  accompany  such  transactions. 

“The  elimination  of  inflation  and  the  attainment  of  sound 
national  finance  are  conditions  precedent  to  adequate  international 
credit. 

“EXCHANGE:  Attempts  at  artificial  stabilization  of  ex¬ 
change  are  dangerous  and  undesirable. 

“Stabilization  of  currencies  on  a  gold-value  basis  should  be 
the  ultimate  goal.” 

WE  MUST  FACE  THE  FACTS 

These  paragraphs  state  the  matter  fully.  It  is  time  for  all  the 
world  to  look  the  facts  squarely  in  the  face.  Tender  national  sus¬ 
ceptibilities  cannot  stand  in  the  way  if  the  restoration  of  Europe  to 
peace,  stability  and  prosperity  is  to  be  accomplished  with  the  min¬ 
imum  of  delay  and  difficulty. 

The  natural  and  obvious  purpose  of  the  Allied  and  Associated 
Governments  at  the  Peace  Conference  in  Paris  was  to  effect  a  settle¬ 
ment  with  Germany  that  should  have  a  fourfold  result :  first,  provide 
a  system  that  would  insure  the  world,  if  possible,  against  another 
general  war;  second,  fix  the  responsibility  and  impose  punishment 
for  the  war  just  ended;  third,  indemnify  the  Allies  for  the  cost  of 
the  war,  provide  reparation  for  all  loss  and  damage  caused  by  acts 
of  war,  offensive  or  defensive,  and  insure  restitution  of  property 
seized  or  confiscated  in  occupied  territory;  fourth,  afford  security 
against  renewed  aggression  by  Germany  and  her  allies. 

The  preliminary  negotiations  laid  the  foundation  for  this  pro¬ 
gram,  and  accomplished  part  of  the  purpose,  by  bringing  about  the 
overthrow  of  the  Kaiser  and  the  reorganization,  on  Republican 
lines,  of  the  German  Government.  It  was,  therefore,  as  representa¬ 
tives  of  the  German  people  that  the  delegates  from  Berlin  attended 
the  Peace  Conference  at  Paris. 

The  first  part  of  the  Treaty  of  Versailles,  creating  the  League 
of  Nations,  sought  to  effectuate  the  first  of  the  Allied  purposes. 
Discussion  of  that  is  not  necessary  here. 
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It  is  not  important  to  consider  at  length  here  the  procedure  taken 
to  provide  safeguards  against  renewed  German  aggression.  It  in¬ 
cluded  the  practical  abolition  of  the  German  navy,  limitation  of  the 
army  to  100,000  officers  and  men,  restriction  of  manufacture  of  war 
material,  prohibition  of  fortification  of  the  Rhine,  and  other 
measures.  It  was  an  attempt  to  destroy  German  militarism.  This 
had  in  it  an  element  of  punishment  for  the  militarist  class,  which 
had  made  war  a  profitable  trade,  but  it  also  had  an  element  of  benefit 
to  Germany  by  freeing  some  750,000  men  from  military  service,  and 
making  them  available  for  productive  labor. 

The  methods  remaining  available  to  the  Peace  Conference  were 
few,  and  practically  all  of  one  class — the  exaction  of  payment  in 
one  form  or  another.  When,  however,  the  representatives  of  the 
Allied  and  Associated  Governments  at  Paris  consulted  with  one  an¬ 
other,,  and  with  their  economic  experts;  when  they  had  received  the 
statements  of  the  cost  of  the  war  to  their  own  countries  and  of  the 
amounts  of  loss  and  damage  caused  to  their  nationals  by  acts  of  war, 
offensive  and  defensive,  including  future  obligations  such  as  pen¬ 
sions,  maintenance  allowances,  and  reparation  expenditures,  it 
seemed  that  the  resources  of  Germany  were  not  enough  to  meet  the 
total  bill.  That  point  in  the  original  program,  therefore,  which  called 
for  indemnification  by  Germany  for  the  cost  of  the  war,  was  dropped. 
Thus  the  Treaty  of  Versailles  does  not  provide  for  indemnity,  but 
deals  extensively  with  reparation  and  restitution. 

POSSIBLE  METHODS  OF  PAYMENT 

There  are  four  methods  by  which  a  nation  defeated  in  war  may 
pay  indemnity  or  reparation  to  the  victors :  first,  by  territory ;  second, 
by  any  accumulation  of  gold  or  gold  values,  including  foreign  securi¬ 
ties  or  currencies  it  may  have  stored  up  or  may  be  able  to  secure; 
third,  by  transfer  of  securities  representing  corporate  domestic  in¬ 
dustrial  or  other  enterprises,  such  as  public  utilities,  factories,  etc. ; 
and  fourth,  by  exports  of  natural  or  industrial  products.  It  would 
be  through  the  accumulation  of  gold  values  through  some  kind  of 
exports  that  the  proceeds  of  any  form  of  domestic  taxation  or  capital 
levy  would  be  made  available  for  payment  to  another  nation. 

Germany  was  required  to  comply  with  the  first  of  these  methods 
very  fully.  France  (which  got  back  Alsace-Lorraine),  Belgium  and 
Poland,  all  profited  by  her  renunciation,  restoration,  cession  or  other 
form  of  relinquishment  of  territory.  The  limits  of  Germany  were 
reduced,  and  in  addition  all  of  her  Colonial  possessions,  around  the 
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world,  were  “renounced”  in  favor  of  the  League  of  Nations,  which 
was  charged  with  arranging  for  their  Government  under  mandate  to 
one  or  another  of  its  members. 

Germany  has  given  up  all  the  territory  that  could  be  relinquished 
without  putting  under  alien  control  lands  filled  with  a  German 
population  and  thereby  setting  up  a  new  problem  similar  to  that  fur¬ 
nished  by  Alsace  Lorraine  from  1871  to  1918.  It  could  not  help 
in  any  way  toward  restoring  peace  and  stability  in  Europe  to  create 
a  new  situation  that  could  only  be  a  serious  menace  as  long  as  it 
existed.  This  consideration  alone  should  influence  France  from  at¬ 
tempting  permanently  to  hold  the  Ruhr  territory  she  is  now  occupy¬ 
ing,  and  the  French  government  has  formally  disclaimed  any  such 
intention. 

Germany  has  paid  some  gold — a  billion  and  a  quarter  marks,  or 
more.  Opinions  dififer  as  to  whether  she  has  paid  all  the  gold  pos¬ 
sible  or  not.  It  is  obvious  that  she  cannot  discharge  her  reparations 
obligation  in  full  by  payment  of  gold.  There  are  no  comprehensive 
data  available  as  to  what  Germany  has  paid  or  the  Allies  have  re¬ 
ceived. 

The  third  method — transfer  of  securities — is  at  best  of  minor 
importance.  If  German  industry  generally  is  to  operate  on  a  basis 
that  will  enable  any  substantial  payment  of  reparations  that  operation 
must  be  managed  by  Germans  who  have  a  personal  interest  in  mak¬ 
ing  it  successful.  Any  large  scale  expropriation  of  domestic  prop¬ 
erties  for  reparations  purposes  is  clearly  not  feasible  or  desirable. 

PAYMENT  THROUGH  EXPORTS 

There  remains  for  consideration  the  last  of  the  four  possible 
methods  by  which  reparations  might  be  paid,  that  by  exports.  The 
way  in  which  this  'method  might  be  made  to  provide  reparations 
payments  is  by  the  accumulation  of  gold  values  through  the  export 
of  merchandise  by  Germany,  whether  directly  to  the  countries  en¬ 
titled  to  reparations,  or  to  other  countries. 

It  is  an  axiom  of  foreign  trade  that  exports  and  imports  must 
be  balanced,  or  the  trade  cannot  exist,  except  to  a  very  limited  ex¬ 
tent  and  under  abnormal  circumstances.  No  nation  can  maintain 
a  large  volume  of  export  trade  unless  it  is  practically  equalled  by 
imports,  visible  or  invisible. 

But  Germany  has  not  at  any  time  since  the  war,  or  for  many 
years  before  the  war,  balanced  her  merchandise  imports  with  mer¬ 
chandise  exports.  Her  excess  of  visible  imports  for  the  last  year 
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was  2^230, 000,000  gold  marks — about  $550,000,000.  During  all  the 
years  since  the  war  her  merchandise  imports  have  heavily  exceeded 
in  value  the  exports  which  were  paid  for,  i.e.,  excluding  payments 
in  kind  credited  to  reparations  or  restitution  account. 

Before  the  war,  Germany’s  so-called  “adverse”  balance  of  trade 
exceeded  in  some  years  350  million  dollars,  and  was  always  a  very 
heavy  item.  It  was  offset  by  invisible  exports  in  the  shape  of  the 
services  of  the  German  merchant  marine,  interest  and  profits  from 
foreign  investments,  the  foreign  services  of  German  insurance  com¬ 
panies,  and  services  to  foreign  tourists  in  Germany,  etc.  Most  of 
these  items  of  invisible  exports  are  today  either  non-existent  or  re¬ 
duced  to  unimportant  volume. 

•  Germany’s  export  of  paper  marks 

She  has  another  item  of  invisible  export,  however,  which  has 
been  of  immense,  although  not  precisely  calculable  value.  Many 
hundreds  of  millions  of  dollars  have  been  available  to  Germany  dur¬ 
ing  recent  years  as  the  proceeds  of  the  sale,  to  buyers  in  foreign 
countries,  of  German  paper  currency  and  of  German  securities  pay¬ 
able  in  marks.  In  view  of  the  heavy  excess  of  imports  over  exports 
during  the  same  period,  it  cannot  be  doubted  that  a  very  substantial 
part  of  such  reparations  payments  as  have  been  made  by  the  German 
Government  in  the  form  of  foreign  exchange  were  rendered  possible 
by  foreign  credits  created  in  this  manner.  That  this  could  be  re¬ 
peated  is,  of  course,  extremely  improbable. 

Furthermore,  Germany,  as  now  constituted,  is  not  a  heavy  pro¬ 
ducer  of  raw  materials.  A  very  large  portion  of  her  exports  con¬ 
sists  of  products  manufactured  of  imported  material  which  cannot 
be  produced  in  Germany  at  all,  or  of  which  the  possible  German 
production  is  inadequate,  such  as  cotton,  wool,  silk,  copper,  iron  ore, 
etc.,  etc.  Moreover,  a  large  part  of  Germany’s  food  supply  must  also 
be  imported.  As  adequate  supplies  of  raw  material  and  food  are 
indispensable  to  the  continued  production  of  the  merchandise  which 
would  have  to  be  exported  in  order  to  make  reparations  payments, 
it  is  obvious  that  these  indispensable  imports  must  first  be  balanced 
by  exports  before  anything  whatsoever  can  become  available  for 
reparations  payments. 

Also,  the  amount  available  for  reparations  from  the  proceeds  of 
German  exports  could  never  be  more  than  a  fraction  of  their  value 
— inasmuch  as  the  producers  must  be  compensated  for  labor  and 
material,  and  must  derive  some  profit  from  the  production.  And 
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whatever  this  fraction  might  be,  it  could  be  made  available  for 
reparations  payments  only  through  some  form  of  taxation  that  would 
give  the  German  Government  power  to  control  its  disposition. 

From  all  this  it  is  plain  that  payment  of  reparations  by  Germany 
from  the  direct  proceeds  of  merchandise  exports  necessarily  requires 
that  the  total  of  such  exports  should  very  greatly  exceed  the  value 
of  her  merchandise  imports.  This  would  mean  an  increase  of  Ger¬ 
man  visible  exports  far  beyond  (probably  more  than  double)  the 
highest  level  ever  reached  at  the  height  of  her  pre-war  prosperity. 

THE  SUGGESTION  OF  AN  INTERNATIONAL  LOAN 

Most  of  the  suggestions  that  have  been  advanced  for  meeting 
the  difficult  European  situation  have  included  provision  of  an  inter¬ 
national  loan  to  Germany,  to  enable  her  to  make  an  effective  start 
on  the  road  to  stabilization.  When  there  is  considered  the  immense 
volume  of  German  exports  which  would  be  necessary,  after  bal¬ 
ancing  imports,  to  pay  interest  and  sinking  fund  on  a  foreign  loan 
of  sufficient  amount  to  secure  the  withdrawal  of  the  allied  armies 
of  occupation  and  the  consent  of  the  allies  to  its  becoming  a  charge 
on  German  revenues  ahead  of  reparations  (without  which  no  such 
loan  could  possibly  be  floated  in  the  United  States  or  in  any  other 
country)  the  question  naturally  arises  as  to  the  markets  in  which 
so  huge  a  quantity  of  goods  could  be  sold. 

The  United  States  is  not  at  present,  or  likely  to  be  for  a  long 
time  to  come,  with  a  rapidly  decreasing  balance  of  trade,  disposed  to 
lower  its  tariff  protection  to  the  extent  necessary  to  admit  sufficient 
German  merchandise  in  excess  of  what  is  necessary  to  balance 
American  exports  of  cotton,  copper,  food  products,  etc.,  to  Ger¬ 
many,  to  cover  the  annual  interest  which  would  accrue  to  American 
investors  in  such  a  loan. 

It  is  doubtful  if  such  a  loan  (or  at  least  to  anything  like  the 
amount  which  would  be  necessary)  could  be  placed  in  any  other 
country,  and  even  if  it  were,  the  problem  of  absorbing  the  additional 
volume  of  German  exports,  without  cutting  off  the  exports  of  the 
countries  making  the  loan,  would  be  extremely  difficult,  if  not  im¬ 
possible  of  solution.  Boiled  down,  there  seems  to  be  no  feasible 
way  in  which  Germany  can  now,  or  in  the  future,  pay  more  than  a 
comparatively  small  proportion  of  what  she  owes  for  reparations, 
out  of  the  direct  proceeds  of  merchandise  exports,  without  securing 
an  enormously  increased  share  of  the  export  business  of  the  world, 
becoming,  in  fact,  by  far  the  greatest  manufacturing,  mercantile  and 
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maritime  nation  in  the  world,  at  the  expense  of  the  United  States, 
Great  Britain,  and  even  France  and  Belgium. 

This  conclusion  undeniably  points  toward  minimization  of  Ger¬ 
many’s  punishment  for  her  part  in  the  war  and  is  repugnant  to  our 
sense  of  fairness  and  justice.  It  is  our  business,  however,  to  look  the 
facts  in  the  face.  The  people  of  the  United  States  and  of  the  allied 
nations  are  determined  that  Germany  shall  be  made  to  pay  in  repara¬ 
tion  all  she  possibly  can  pay.  It  is  of  prime  importance,  therefore,  to 
determine  what  that  is. 

In  Article  231  of  the  Treaty  of  Versailles — which  was  made 
part  of  our  treaty  of  peace  with  Germany — the  Germans  accepted 
“the  responsibility  of  Germany  and  her  allies  for  causing  all  the 
loss  and  damage  to  which  the  Allied  and  Associated  Governments 
and  their  nationals  have  been  subjected  as  a  consequence  of  the  war 
imposed  upon  them  by  the  aggression  of  Germany  and  her  Allies.” 

In  the  following  article,  232,  the  Allied  and  Associated  Govern¬ 
ments  recognized  “that  the  resources  of  Germany  are  not  adequate, 
after  taking  into  account  permanent  diminutions  of  such  resources 
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which  will  result  from  other  provisions  of  the  present  treaty,  to 
make  complete  reparation  for  all  such  loss  and  damage.” 

THE  FRENCH  OBLIGATION 

In  considering  the  subject  of  reparations  and  the  possible  solution 
of  the  present  situation  in  Europe,  the  fact  must  not  be  overlooked 
that  the  French  Government  is  committed  on  its  own  account  to  com¬ 
plete  indemnification  of  all  French  citizens  who  suffered  damage 
from  acts  of  war,  offensive  or  defensive.  A. French  law  of  Decem¬ 
ber  26,  1914,  when  the  war  had  hardly  begun,  proclaimed  “the  right 
of  reparation  for  those  who  had  been  victims  of  the  acts  of  war  with 
regard  to  their  property.”  The  federation  of  citizens  who  had  suf¬ 
fered  damage  was  not  satisfied  with  this  because  it  did  not  specify 
clearly  that  they  were  to  be  compensated  for  damage  caused  by  de¬ 
fensive  acts  of  their  own  troops  as  well  as  by  enemy  acts.  Another 
act,  passed  on  April  17,  1919,  while  the  peace  negotiations  were  on, 
settled  the  French  position.  It  is  in  fulfillment  of  the  obligations 
under  these  laws  that  the  French  Government  has  expended  between 
ninety  and  a  hundred  billions  of  francs  on  reparation,  including 
restoration  of  the  devastated  areas.  It  is  recovery  of  as  much  as 
possible  of  this  huge  sum  that  France  now  seeks  from  Germany. 

There  are  three  ways  in  which  the  amount  of  reparations  to  be 
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paid  by  Germany  can  be  determined.  One  is  that  the  nations  which 
defeated  her  in  war  shall  determine  it  and  enforce  it. 

Another  is  that  Germany,  itself,  shall  suggest  an  amount  and 
secure  its  acceptance  by  the  creditor  nations. 

The  third  is  that  the  divergence  of  views  shall  be  submitted  for 
determination  by  a  tribunal  whose  findings  shall  bind  both  the  Allies 
and  Germany,  and  which  shall  examine  evidence  and  weigh  argu¬ 
ment,  in  the  effort  to  reach  a  conclusion  which  shall  prove  a  just 
and  lasting  determination. 

The  first  method  necessarily  implies  collection  by  force.  Until 
the  French  and  Belgians  occupied  the  Ruhr  no  effective  use  of  force 
was  attempted.  If  this  situation  had  been  visualized  four  years  ago, 
the  Allies  would  have  adopted  measures  to  assure  the  payment  of 
reparations. 

The  second  and  third  methods,  permitting  Germany  to  influence 
the  reparations  amount,  necessarily  imply,  as  a  condition  precedent, 
that  the  Germans  would  thereafter  proceed  in  good  faith  to  make 
their  utmost  efforts  to  pay  specifically,  rather  than  by  promises. 

FORCE  AND  GOOD  FAITH  THE  ALTERNATIVES 

The  alternatives  are,  therefore,  force  and  good  faith.  The  state¬ 
ment  of  the  International  Chamber  of  Commerce  rightly  lays  great 
emphasis  upon  the  necessity  for  the  restoration  of  confidence.  The 
basis  of  confidence  is,  of  course,  good  faith. 

The  Treaty  of  Versailles  provided  that  “the  amount  of  the  dam¬ 
age  for  which  compensation  is  to  be  made  by  Germany  shall  be 
determined  by  an  Inter-Allied  Commission  to  be  called  the  Repar¬ 
ations  Commission” ;  fixed  the  method  of  constituting  this  body,  and 
prescribed  its  powers.  The  Germans  were  to  have  opportunity  to 
be  heard  by  this  Commission,  and  its  findings  as  to  the  amount  of 
damage  were  to  be  notified  to  the  German  government  “on  or  before 
May  i,  1921,  as  representing  the  extent  of  that  government’s  obli¬ 
gations,”  (Article  233).  The  phrase  “extent  of  that  government’s 
obligations”  referred  only  to  reparation,  and  did  not  cover  restitu¬ 
tion,  cession  or  any  other  form  of  payment  required  from  Germany. 

The  Reparations  Commission  had  the  best  part  of  two  years  to 
study  its  problem,  to  appraise  Germany’s  resources,  and  to  estimate 
her  ability  to  pay.  Its  award,  when  made,  fixed  the  sum  due  from 
Germany  for  reparations — this  in  addition  to  all  other  provisions 
calling  for  restitution,  cession  or  other  form  of  payment — at  132 
billions  of  gold  marks,  roughly  $32,000,000,000.  Huge  as  that  sum 


12 


was,  it  was  not  large  enough  fully  to  compensate  France  alone  for 
the  damage  and  devastation  she  had  suffered,  not  to  mention  any  of 
the  other  allies.  Obviously,  not  all  of  it  could  be  given  to  France, 
which  therefore  saw  herself  at  once  saddled  with  a  substantial  part 
of  the  reparation  expenditures  she  had  contracted  with  her  people 
to  make.  Nevertheless,  this  award  was  approved  by  the  Allied  Gov¬ 
ernments  on  May  5,  1921. 

This  award  at  once  evoked  strenuous  protest  from  Germany,  and 
loud  assertion  of  her  inability  to  pay.  There  is  a  strong  feeling, 
especially  among  the  peoples  of  the  creditor  nations,  that  Germany 
has  not  given  evidence  of  a  sincere  determination  to  do  her  best 
toward  meeting,  in  good  faith,  this  obligation. 

Germany  did  make  certain  payments.  She  was  obligated  to  pay 
in  cash  and  otherwise  20  billion  gold  marks  by  May  1,  1921.  The 
Reparations  Commission  credits  her  with  payments  in  gold  and 
foreign  currencies,  aggregating  up  to  the  end  of  1921  about 
1,200,000,000  gold  marks;  with  deliveries  in  kind  in  the  same  period 
of  about  4,000,000,000  gold  marks ;  and  with  cessions  of  state  prop¬ 
erty  in  ceded  territory  worth  about  6,500,000,000  gold  marks — in  all 
about  11,700,000,000  gold  marks. 

The  German  figures  for  deliveries  of  coal,  railway  rolling  stock, 
mercantile  marine,  agricultural  and  other  machinery,  dyes,  etc.,  the 
Saar  Mines,  Imperial  and  Federal  State  property,  ocean  cables  and 
property  left  in  occupied  territory,  up  to  May  1,  1921,  aggregate 
about  18,500,000,000  gold  marks.  To  this  she  adds  certain  expenses, 
paid  in  accordance  with  Article  235  of  the  peace  treaty,  bringing 
her  total  of  payments  up  to  21,176,000,000  gold  marks. 

A  German  white  book  issued  in  May,  1922,  set  forth  a  total 
payment  of  45,600,000,000  gold  marks,  under  ten  categories. 

All  these  German  figures  are  contested  by  the  Allies,  and  are 
not  to  be  accepted  as  authoritative.  The  discrepancies  illustrate  the 
difficulties  of  reaching  a  reliable  conclusion  as  to  what  has  actually 
been  paid,  and  the  tremendous  importance  of  getting  down  as 
promptly  as  possible  to  a  basis  of  genuine  good  faith. 

THE  COURSE  GERMANY  HAS  TAKEN 

The  fact  that  Germany  was  making  certain  deliveries  and  pay¬ 
ments  enabled  her  to  keep  up  a  show  of  compliance  with  her  treaty 
obligations  at  the  same  time  that  she  was  continuing  her  program 
of  resistance,  evasion,  and  protest.  Apparently  the  German  gov¬ 
ernment  is  determined  to  continue  this  course  until  the  total  amount 
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of  reparations  is  reduced  to  a  sum  which  the  Germans  regard  as 
payable  easily  and  without  detriment  to,  or  serious  interference  with, 
their  own  plans.  That  is,  they  are  seeking  to  fix  for  themselves  the 
reparations  they  shall  pay. 

Germany  emerged  from  the  war  with  her  general  industrial  estab¬ 
lishment  in  fairly  good  shape  but  with  the  necessity  of  adapting  her 
plants  to  peace  products  rather  than  munitions.  Her  immediate 
effort  was  toward  renewal  and  replacement.  If  the  restored  industry 
had  been  employed  to  produce  reparation  payments  the  procedure 
would  have  been  wholly  justified.  But  there  is  much  evidence  that, 
on  the  contrary,  it  has  been  used  to  compete  unfairly  with  the 
products  of  American,  Belgian,  British  and  French  industry,  and  to 
help  in  building  up  large  gold  balances  for  private  German  account 
in  foreign  countries,  where  they  are  not  touched  by  German  taxation 
or  made  available  for  reparations  payments. 

The  policy  and  the  acts  of  Berlin  have  tended  to  assist  a  favored 
class  of  German  nationals  in  building  up  gold  reserves  in  countries 
that  are  financially  sound  all  over  the  world.  German  industrialists 
and  exporters  have  been  permitted  to  evade  the  export  tax,  and  en¬ 
abled  to  leave  in  foreign  countries  a  part,  at  least,  of  payments  due 
them  for  exported  goods. 

EFFECT  OF  MARK  INFLATION 

But  most  of  all,  German  nationals  have  been  enabled  to  profit 
through  the  incredible  inflation  of  German  currency.  Owing  to  the 
amazing  readiness  of  credulous  persons  in  other  countries  to  make 
what  they  called  “investments  in  marks”  and  in  German  municipal 
and  other  bonds,  hundreds  of  millions  of  gold  dollars,  pounds 
sterling,  and  other  good  currencies  have  been  turned  over  to  German 
accounts,  outside  of  Germany.  Germany  has  paid  for  these  thor¬ 
oughly  good  pounds,  and  dollars,  with  more  and  more  worthless 
paper  marks.  Despite  Germany’s  huge  adverse  balance,  on  merchan¬ 
dise  account,  for  last  year,  American  and  other  exporters  to  Germany 
find  their  drafts  met  in  sound  money.  They  are  paid  out  of  German 
balances  piled  up  in  the  country  of  the  exporter,  and  constantly  re¬ 
plenished  and  increased  by  further  German  exports  of  paper  marks. 

The  powerful  German  industrialists  have  been  supported  and 
assisted  in  every  manner  to  enable  them  to  build  up  their  organiza¬ 
tions,  their  industries  and  their  personal  fortunes,  with  the  result  of 
piling  up  wealth  for  them  at  the  same  time  that  the  government  was 
rushing  into  bankruptcy  and  the  mass  of  the  people,  especially  the  so- 
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called  lower  ranks  of  the  middle  classes,  clerks,  and  salaried  persons, 
together  with  many  of  the,  working  -class,  have ;  been  plunged  into 

poverty.  *, >  ;  :  ° *  ;  ,  J »,:  t  \  \  ’ 

Labor  has  received  low  wages;  taxation  has  been  grossly  inade¬ 
quate  and  ineffectively  enforced ;  transportation  rates  on  government- 
owned  railroads  have  been  kept  ridiculously  low.  Seemingly  no 
effort  has  been  made  to  bring  government  expenditures  even  reason¬ 
ably  near  to  government  revenues,  all  deficits  being  met  by  resort  to 
the  ready  and  rapid  printing  press.  The  effect  of  all  this  has  been 
artificially  to  stimulate  and  promote  the  ability  of  Germany  to  under¬ 
sell  in  foreign  markets  the  products  of  other  great  trading  nations. 
In  all  of  these  countries  taxation  is  high  and  burdensome ;  cost  of 
production  is  increasing;  and  labor  has  been  advanced  in  condition 
and  compensation  to  cope  with  a  higher  cost  of  living. 

The  question  for  Americans  to  consider  is  what,  if  anything, 
they  can  do  that  will  help  to  bring  about  the  absolutely  necessary 
restoration  of  good  faith.  The  first  point  for  examination  is  how 
and  how  much  Germany  can  pay.  It  is  a  question  in  which  the  Amer¬ 
ican  people  are  vitally  concerned,  although  the  United  States  waived 
all  claim  to  a  share  in  the  reparations  payments. 

Germany’s  offers 

According  to  one  of  the  American  experts  at  the  Peace  Confer¬ 
ence  in  Paris,  the  German  delegation  then  voluntarily  offered  to  pay 
100,000,000,000  gold  marks  ($24,000,000,000)  in  full  of  reparations. 
Some  of  the  Allies,  and  the  United  States,  disclosed  an  inclination  to 
accept  that  offer.  The  French,  however,  pointed  out  the  incontestable 
fact  that  if  that  entire  sum  were  to  be  given  to  France  alone,  it  would 
not  nearly  compensate  her  for  the  damage  she  has  suffered  and  that 
no  French  government  could  live  which  accepted  such  a  proposition. 
The  German  offer  was,  therefore,  refused,  and  from  that  moment  to 
this,  Germany  has  pursued  an  undeviating  course  of  resistance.  She 
has  not  only  endeavored  to  evade  her  obligation  under  the  treaty, 
she  has  repudiated  her  own  offer  at  Paris.  Some  time  ago  she  re¬ 
duced  it  to  50,000,000,000  gold  marks  and  since  January  last  she  has 
been  protesting  loudly  because  a  conference  of  the  Allies  shut  the 
door  on  German  delegates  who  wanted  to  submit  an  offer  of  30,000,- 
000,000  gold  marks. 

The  'terms  on  which  the  British  debt  to  the  United  States  was 
adjusted,  furnish  a  suggestion  which  seems  entitled  to  consideration 
as  possibly  offering  a  solution  that  might  be  acceptable.  By  that 
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adjustment  Great  Britain  is  to  pay  the  United  States  principal  of 
$4,075,000,000,  and;  .accrued  interest,  of  $630,000,000,  with  interest  at 
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3%  for  ten  years  and  thereafter  at  3*4  Principal  installments  be¬ 
gin  at  $23,000,000  and  increase  regularly  up  to  $175,000,000,  the  debt 
being  extinguished  in  the  sixty-second  year. 

WHAT  GERMANY  MIGHT  PAY 

The  German  offer  of  100,000,000,000  gold  marks,  at  Paris,  equiv¬ 
alent  roughly  to  $24,000,000,000,  was  a  little  more  than  five  times 
the  British  debt  to  the  United  States.  Settlement  of  the  reparations 
on  the  basis  of  the  German  offer  at  Paris,  and  on  the  terms  of  the 
British  debt,  would  require  annual  payments,  on  principal  account, 
running  from  about  $100,000,000  at  the  start,  to  about  $1,000,000,000 
at  the  end  of  the  sixty-second  year.  Interest  would  be  in  addition.  In 
the  light  of  the  analysis,  already  given,  of  the  possible  methods  of 
payment,  it  seems  probable  that  even  considering  the  development  of 
trade  sure  to  follow  the  stabilization  of  Europe,  payment  of  such 
sums  as  would  be  required  in  the  latter  part  of  the  sixty-two-year 
period  could  not  be  made  by  Germany  without  serious  detriment  to 
the  trade  of  the  other  great  industrial  nations. 

The  question,  however,  of  whether  Germany  might  not  be  able  to 
pay,  without  detriment  to  the  creditors,  50,000,000,000  gold  marks, 
on  terms  similar  to  those  of  the  British  debt  settlement,  is  worthy  of 
serious  consideration.  This  would  require  annual  payments  on  prin¬ 
cipal  running  from  about  $50,000,000  the  first  year  to  about  $525,- 
000,000  for  the  sixty-second  year.  All  of  these  figures,  are,  of  course, 
only  roughly  estimated,  and  are  put  forward  only  as  possibly  sug¬ 
gesting  a  basis  of  settlement  that  might  be  acceptable  to  both  sides, 
and  so  have  a  chance  of  being  made  effective. 
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HOW  GERMANY  MIGHT  PAY 

German  exports  prior  to  the  war  exceeded  $2,000,000,000  an¬ 
nually.  Those  for  1913  were  $2,400,000,000.  Of  course,  it  is  not  to  be 
expected  that  the  present  Germany  can  reach  any  such  export  trade 
as  was  maintained  by  pre-war  Germany  for  some  time.  She  has  lost 
territory  that  contributed  greatly  to  her  former  ability  to  produce 
for  export.  Her  export  trade  last  year  was,  roughly,  $1,000,000,000. 
But  if  Germany  could  develop  an  export  trade  of  $2,000,000,000,  it 
should  furnish  a  substantial  sum  annually  for  reparations  payments. 

The  development  of  German  export  trade  would,  of  course,  be 
progressive,  and  in  that  would  correspond  with  the  increase  of  the 
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reparation  requirements.  The  fact  that  this  development  would  be 
progressive,  is  in  itself  a  measure  of  assurance  to  other  industrial  na¬ 
tions  that  it  need  not  necessarily  menace  them.  They  would  have 
opportunity  to  adjust  themselves  to  it  as  it  progressed,  and,  what  is 
much  more  important,  their  own  trade  would  be  developing  at  the 
same  time.  For  the  German  development  would  be  possible  only  as  a 
result  of  the  stabilization  of  Europe,  which  must  benefit  all  the  world. 
Broadly  speaking,  no  harm  can  come  to  the  world  through  the  expan¬ 
sion  of  its  trade.  The  more  trade  the  world  has,  the  more  there  is 
for  the  trading  nations. 

It  is  to  be  remembered  that  prior  to  the  war  Europe,  with  about 
one-fourth  of  the  world’s  population,  consumed  more  than  half  of 
the  world’s  surplus  production.  Peace  and  stability  in  Europe  mean 
the  more  rapid  restoration  of  that  power  of  consumption.  It  is,  there¬ 
fore,  by  no  means  beyond  the  bounds  of  possibility  that  Germany 
should  develop  an  export  trade  of  $2,000,000,000  and  more  a  year 
without  serious  menace  to  the  trade  of  other  nations.  Europe  is  al¬ 
ready  distinctly  on  the  mend,  despite  the  handicaps  and  difficulties 
under  which  she  is  laboring.  No  man  can  safely  say  now  what  Ger¬ 
many  or  any  other  debtor  country  of  Europe  can  pay  five  years  from 
now,  or  ten  or  fifteen.  But  we  do  know  that  with  peace  and  stability 
the  capacity  to  produce  and  consume,  and  therefore  to 'pay,  will  be 
vastly  improved. 

The  second  section  of  the  statement  of  the  International  Cham¬ 
ber  of  Commerce — the  one  dealing  with  interallied  debts — apparently 
lays  down  a  program  wide  enough  to  cover  special  treatment  in  in¬ 
dividual  cases,  either  in  respect  to  principal  or  interest,  in  considera¬ 
tion  of  agreement  by  the  debtors  to  do  certain  things  which  would 
tend  to  restore  normal  conditions  of  trade  between  this  country  and 
Europe — such  as,  for  instance,  the  withdrawal  from  Germany  of  the 
Allied  armies  of  occupation,  the  establishment  of  sound  national 
budgets,  with  proper  treatment  of  military  burdens,  and  adoption  of 
governmental  policies  to  build  up  the  earning  power  of  industry. 

THE  INTERALLIED  DEBTS 

It  is  useless  to  ignore  the  fact  that  all  of  the  nations  which  took 
part  in  the  late  war,  with  the  sole  exception  of  the  United  States  and 
Great  Britain,  which  are  creditors  of  the  others,  are  in  a  condition 
where  their  present  liabilities  far  exceed  any  assets  immediately  avail¬ 
able  for  payment,  and  which  the  creditors  would  be  willing  to  accept 
in  payment  if  the  debtors  were  willing  to  offer  them.  Of  the  debtor 
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nations,  except  Great  Britain,  France  is  undoubtedly  in  the  best  posi¬ 
tion,  but  any  suggestion  that  France  can  or  should  pay  any  part  of 
her  indebtedness  to  Great  Britain  or  the  United  States,  unless  and 
until  she  can  recover  the  wherewithal  from  Germany,  would  be  re¬ 
jected  by  an  overwhelming  majority  of  the  French  people. 

When  this  situation  of  the  debtor  nations  is  considered  in  connec¬ 
tion  with  the  fact  that  payment  by  Germany  of  the  amount  of  repara¬ 
tions  at  present  fixed  by  the  Allies  is  impossible  in  the  shape  of  gold, 
or  merchandise  for  which  markets  can  be  found,  the  payment  of  any 
part  of  the  French  debt  to  Great  Britain  and  the  United  States  would 
seem  to  be  postponed  to  an  indefinite  future. 

Italy  is  apparently  making  an  heroic  effort  to  carry  through  a 
sound  economic  program,  which  promises  to  put  her  on  the  road  to 
national  recovery.  She  is  making  distinct  progress,  and  is  entitled  to 
every  possible  assistance  and  encouragement. 

Both  the  United  States  and  Great  Britain  need,  and  will  continue 
to  need,  for  a  long  time  to  come,  a  market  in  the  debtor  countries  of 
Europe  for  important  quantities  of  their  products,  and  if  the  exports 
of  those  countries  normally  applicable  to  payment  for  imports  are 
devoted  to  the  payment  of  interest  or  principal  of  these  war  debts, 
the  exports  of  Great  Britain  and  the  United  States  must  be  cor¬ 
respondingly  diminished,  unless  they  are  to  be  financed  constantly  by 
British  and  American  investments  in  the  securities  of  the  debtor  na¬ 
tions.  Of  course,  the  proceeds  of  American  investments  in  the  secur¬ 
ities  of  nations  other  than  the  debtors,  such  as  for  instance,  in  South 
American  securities — might  be  applied  indirectly  to  payment  for 
American  exports  to  the  debtor  countries,  but  this  would  only  be 
possible  if  exports  from  the  debtor  countries  to  an  equal  amount 
should  go  to  the  countries  in  which  these  American  investments  were 
made.  But  that  would  tend  to  displace  a  corresponding  amount  of 
American  exports  to  those  countries,  unless  there  were  an  unusual 
and  unexpected  increase  of  consuming  power  in  those  markets. 

The  outstanding  fact  for  Americans  to  consider  is  that  American 
visible  exports  heavily  exceed  American  visible  imports,  and  that 
every  kind  of  invisible  import,  including  investments  by  Americans  in 
foreign  securities,  is  now  being  utilized  to  pay  for  American  exports, 
so  that  if  any  important  part  of  the  present  imports,  visible  or  in¬ 
visible,  be  applied  to  the  payment  of  foreign  indebtedness  to  this 
country,  either  our  exports  must  be  correspondingly  diminished  or 
our  imports  must  be  correspondingly  increased.  If  the  latter  is  not 
feasible,  then  payment  of  the  foreign  debts  is  not  feasible,  whether 
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they  be  officially  cancelled  or  not,  without  reducing  our  exports  or 
investing  each  year  an  amount  equal  to  the  payments  received  in  the 
securities  of  the  debtor  nations. 

THE  QUESTION  OF  FRENCH  SECURITY 

The  first  section  of  the  statement  of  the  American  delegation  at 
the  Rome  meeting  of  the  International  Chamber  of  Commerce,  deal¬ 
ing  with  reparations,  and  quoted  above,  contained  a  strongly  sug¬ 
gestive  clause.  Declaring  that  the  full  extent  and  moral  character  of 
the  reparations  must  be  recognized,  it  added  “but  securities  should 
be  provided  that  violations  of  frontiers  need  no  longer  be  feared/’ 
This  points  to  the  natural  and  reasonable  demand  of  the  French  for 
assurance  against  a  repetition  of  the  German  assault  of  1914.  As  to 
that,  it  is  important  to  consider  what,  if  anything,  the  United  States 
can  do.  Unquestionably  there  was  much  sympathy  among  our  peo¬ 
ple  with  the  purpose  sought  to  be  accomplished  by  the  Treaty  nego¬ 
tiated  at  Paris,  under  which  we  pledged  military  support  to  guar¬ 
antee  French  territory.  That  treaty  was  not  ratified  by  the  Senate. 
The  refusal  to  ratify,  however,  by  no  means  meant  that  the  Amer¬ 
ican  people  had  lost  their  sympathy  with  France,  or  failed  to  recog¬ 
nize  the  justice  of  her  desire  for  protection  guuarantees.  It  was 
merely  an  expression  of  the  long  settled  policy  of  this  country  against 
military  alliances  with  any  other  country. 

One  thing  is  quite  clear.  The  American  people  are  definitely  and 
permanently  opposed  to  world  domination  by  any  nation  or  power. 
Another  attempt  like  that  of  Germany  to  impose  the  will  of  one  na¬ 
tion  on  all  the  others  would  be  met  as  that  was  by  the  fullest  pos¬ 
sible  resistance  of  the  American  people.  That  far  our  nation  un¬ 
questionably  could  and  would  go.  The  one  great  foreign  policy  to 
which  we  have  clung  undeviatingly  for  a  hundred  years  is  the  doc¬ 
trine  laid  down  by  President  Monroe  in  a  message  to  Congress  in 
1823.  Beyond  question,  a  similar  statement  by  another  President  of 
the  attitude  of  the  American  people  toward  any  attempt  at  world  or 
trade  domination  by  any  power  would  receive  instant  general  sup¬ 
port,  and  would  be  accepted  as  authoritative  definition  of  permanent 
American  foreign  policy. 

POSSIBILITIES  IN  A  NEW  INTERNATIONAL  CONFERENCE 

The  resolution  of  the  International  Chamber  of  Commerce  at 
Rome,  supported  the  suggestion  put  forth  at  the  Convention  of  the 
American  Manufacturers  Export  Association  for  the  holding  of  an 
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International  Conference  to  attempt  to  reach  a  solution  of  all  these 
problems  which  are  related  to  the  reparations  settlement.  Manifestly 
such  a  recommendation  must  not  be  interpreted  by  Germany  as  en¬ 
couragement  in  her  resistance  to  the  assumption  in  good  faith  of  the 
utmost  reparation  obligation,  nor  should  Germany  be  encouraged  by 
it  to  believe  that  she  may  ultimately  fix  the  reparation  amount  by 
her  own  determination. 

It  should  be  kept  clearly  in  mind  that  the  problem  of  the  collec¬ 
tion  of  reparations  is  ever  one  of  either  using  force  or  inspiring  an 
effort  to  pay  in  good  faith.  Manifestly,  a  settlement  so  fair  and  just 
that  it  enlists  effort  in  good  faith  and  eliminates  the  cause  of  recur¬ 
rent  war  alarms,  which  keep  industry  and  earning  power  from  their 
full  human  service,  is  greatly  to  be  desired. 

American  industry,  which  earnestly  seeks  an  expansion  of  for¬ 
eign  trade  based  on  stable  conditions  that  will  rebuild  the  buying 
power  of  Europe,  and  American  agriculture,  which  greatly  needs  for 
its  surplus  production  the  restored  buying  power  of  its  chief  markets 
in  Europe,  would  welcome  any  method  by  which  these  questions 
could  be  determined,  and  the  great  engine  of  world  commerce  en¬ 
abled  again  to  run  at  full  speed  ahead. 

A  settlement  which  includes  both  revision  of  the  reparations 
amount  due  from  Germany  and  the  question  of  future  national  se¬ 
curity,  must,  to  be  effective,  enlist  the  official  participation  of  the 
interested  governments.  But  it  should  also  have  the  best  business 
ability  and  experience  on  these  economic  phases. 

A  comprehensive  settlement  of  these  questions  of  reparations  and 
national  security,  which  took  into  consideration  their  relation  to  each 
other,  and  which  would  set  in  motion  the  ever  enlarging  earning 
power  of  individuals  and  nations,  would  discharge  reparations  and 
other  war  burdens  probably  with  less  distress  than  is  generally 
thought. 

But  such  a  settlement,  to  be  effective  and  lasting,  must  be  one 
in  which  Germany  gives  conclusive  proof  of  honesty  of  purpose  and 
sincerity  of  effort.  With  such  a  foundation  it  may  reasonably  be 
hoped  there  would  follow  a  long  era  of  active  and  prosperous  for¬ 
eign  trade  on  which  could  be  built  individual  and  national  prosperity 
for  both  Europe  and  America. 
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